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E.O. 11652: N/A 
TAGS: EIND, UK 

SUBJECT: CHRYSLER RESCUE PLAN 
REF: A) LONDOL 19373; B) LONDON 19412 
SUMMARY: 

HMG IS STILL AOMING UNDER ATTACK FROM PARLIAMENT OVER 
THE CHRYSLER RESCUE PACKAGE. ON JANUARY 14. INDUSTRY 
SECRETARY ERIC VARLEY' SUBJECTED TO ROUGH QUESTIONING 
BY THE TRADE AND INDUSTRY SUB-COMMITTEE OF THE 
EXPENDITURE COMMITTEE. CONCEDED 

THAT EVEN WITH GOVERNMENT ASSISTANCE THE FUTURE OF 
CHRYSLER U.K. IS IN DOUBT. FIRST PHASE OF OPERATION 
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NOT OVERLY ENCOURAGING BUT THE ALPINE MODELS SUCCESS 
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SHOULD HELP PPOTECT JOBS AT RYTON ASSEMBLY PLANT. END 
SUMMARY 

1 . RECENT INQUIRY OF HOUSE OF COMMONS TRANSPORT AND 
INDUSTRY SUB-COMMITTEE HAS INDUCED FURTHER SHARP 
QUESTIONING OF INDUSTRY SECRETARY VARLEY ON CHRYSLER 
PACKAGE, PLUS VEXATION OVER FAILURE OF HAROLD LEVER, 

A PRINCIPAL IN THE NEGOTIATIONS, TO APPEAR BEFORE THE 
COMMITTEE. PM WAS TAKEN TO TASK FOR THIS DECISION BY 
THE CONSERVATIVE OPPOSITION, WHICH HAS SOUGHT TO 
SQUEEZE ISSUE TO THE MAXIMUM AS INDICATION OF GOVERNMENT 
BUMBLING - SHADOW INDUSTRY SECRETARY HASELTINE WAS 
NOT SLOW TO POINT TO 50 PER CENT RISE IN CHRYSLER STOCK 
VALUATION ON THE NYSE AS EVIDENCE THAT CHIEF BENEFICIAR- 
IES OF GOVERNMENT S ACTION WERE CHRYSLER'S STOCKHOLDERS 
IN THE UNITED STATES. 

2. IN HIS ASSUMED ROLE AS GOVERNMENT APOLOGIST OF THE 
CHRYSLER PACKAGE, INDUSTRY SECRETARY ERIC VARLEY, WHO 
WAS INTENSELY QUESTIONED ON THE CHRYSLER RESCUE PLAN 
(REFTEL A) IN SUB-COMMITTEE OF PARLIAMENTARY EXPENDITURE 
COMMITTEE ON JANUARY 14, SAID GOVERNMENT WOULD HAVE 
LOST EVEN MORE MONEY IF CHRYSLER HAD GONE UNDER. 

COST OF CHRYSLER U.K. CLOSING WOULD HAVE BEEN 150 
MILLION POUND LAYOFF BENEFITS ALONE (ON BASIS 55,000 
WORKERS OUT OF WORK FOR ONE YEAR), PLUS FOREIGN EX- 
CHANGE LOSS FROM INCREASED IMPORTS OF 
AUTOMOBILES AND LOSS OF EXPORT SALES, AS OPPOSED TO A 
TOTAL OF 162.5 MILLION POUNDS. 

HE CONCEDED THAT EVEN WITH GOVERNMENT ASSISTANCE 
THE FUTURE OF CHRYSLER U.K. IS IN DOUBT AND THAT IT IS 
THE "WEAKEST CAR MANUFACTURER IN THE U.K.". (MOST 
OPTIMISTIC ASSESSMENT PUTS CHRYSLER'S LOSSES IN 1976 
AT 40 MILLION POUNDS, OR EQUAL TO 1975). VARLEY FELT 
THAT THERE IS HOPE FOR BETTER PROSPECTS GIVEN GREATER 
WORKER PRODUCTIVITY AND GOOD WILL ON ALL SIDES. 
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VARLEY DEFENDED THE PACKAGE AS PLACING CHRYSLER UNDER 
A STRONG MORAL OBLIGATION TO STAY IN THE U.K.; AND AS 
INTEGRATING THE U.K. SUBSIDIARY WHOLLY INTO THE 
CHRYSLER CORPORATION IN TERMS OF MANAGEMENT, TECHNICAL 
DEVELOPMENT, SALES AND MARKETING, MODEL DEVELOPMENT, 
AND FINANCIAL COMMITMENT. 

3. THE CHRYSLER RESCUE PACKAGE MADE IT CLEAR THAT 
PROVISION OF MONEY DEPENDED ON COOPERATION BOTH BY LABOR 
AND MANAGEMENT. JANUARY 28 STRIKE BY 6000 WORKERS AT 
LINWOOD (SCOTLAND) PLANT OVER RELATIVELY TRIVIAL MATTER 
FOLLOWS FIRST 12 MILLION POUND GRANT. THE STRIKE, WHICH 
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HAS HALTED ALL PRODUCTION AT LINWOOD COULD EASILY 
SPREAD TO CHRYSLER'S MIDLANDS FACTORIES WITH EFFECTS 

OBVIOUSLY RAISES SERIOUS QUESTIONS AS TO THE PROVISION 
OF A SECOND GRANT OF 6 MILLION POUNDS DUE IN FEBRUARY. 

TO ADD TO CHRYSLER DIFFICULTIES TWO MAJOR CHRYSLER 
DISTRIBUTORS HAVE FORSAKEN THEIR CHRYSLER FRANCHISES 
IN FAVOR OF POPULAR IMPORTS FROM EUROPE AND JAPAN. 
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